G
ross domestic product (GDP) per capita, the total production that the average person in a country generates, is often used by governments and institutions to compare labor productivity and the standard of living across countries. In economic growth models, however, differences in productivity are mainly driven by technological differences. GDP per hour worked, therefore, rather than GDP per capita, may be a better measure of labor productivity because it captures technology. In addition, GDP per capita is also affected by other variables such as fertility and mortality rates, the number of hours worked, and the composition of the labor force.
Interestingly, the two GDP measures can differ widely within a given country and relative to the United States. For instance, in 2013, Spain's GDP per capita was about 57 percent of that of the United States, while its GDP per hour was much closer-about 74 percent of the U.S. level. Singapore's GDP per capita, on the other hand, was 16 percent higher than that of the United States, while its GDP per hour was 62 percent of the U.S. level. To shed some light on what accounts for these differences, one can decompose GDP per capita as follows:
. The first component on the right-hand side of the equation is the amount of output produced per hour worked, which captures technology. The last two components represent (i) the average number of hours worked per worker, a measure of effort, and (ii) the worker-to-population ratio, which depends on the labor force participation and employment rates of the country.
The table shows 2013 data for selected countries for each of the components in the equation relative to U.S. data. Several interesting facts arise: First, for Europe, when GDP per hour is the measure, the productivity of some countries is much closer to the U.S. level. The countries with the most striking disparities between GDP per capita and GDP per hour relative to the United States are Belgium, France, Germany, and Spain. Although these countries lag behind the United States in GDP per capita, their GDP per hour comes closer to the U.S. level. This finding suggests that labor utilization in these countries is much lower than in the United States. In Spain, the difference is mainly explained by the worker-to-population ratio, because of Spain's high unemployment rate. In Belgium, France, and Germany, however, fewer average hours are worked than in the United States. 1 For example, the average worker in the United States worked 1,707 hours in 2013, while the average worker in Germany worked far less-1,392 hours. In most European Union countries, hours worked are limited by new regulations. 2 For example, France introduced a 35-hour workweek through collective bargaining. Another reason for the low annual hours worked in most European countries is a relatively large amount of paid time off-four to six weeks annually.
Second, GDP per capita for several Asian countries is either close to the U.S. level (e.g., Japan) or has surpassed it (e.g., Singapore). GDP per hour, however, is a different story, with most countries further behind the United States. These differences in GDP per hour are mainly driven by labor utilization, with Asians working longer hours. For instance, in 2013, the average worker in Singapore worked 41 percent more hours than the average worker in the United States. 3 Going forward, the disparity may lessen as working hours in Asian countries are declining. For instance, South Korea has the fastest decline in working hours among the Organisation for Economic Co-operation and Development (OECD) countries because its government is changing laws to increase leisure time. 
